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KEY ECONOMIC INDICATORS 
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Balance of Payments (US$ millions) 
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External Financing(US$ millions)*1984/85 1985/86 1986/87 PERCENT 
CHANGE 
85-86 


Foreign debt (end of period) 3341.8 3536.2 3713.0 5.0 
Interest payments 279.0 305.0 305.0 ~ 
Principal payments 406.0 442.0 542.0 22.6 
Debt-service ratio ** 65.8% 79.8% 81.1% - 

Net International reserves 

(End of period) -560.0 -565.8 -495.5 12.4 

US assistance 
Economic Support Fund 90.0 69.0 30.0 -66.9 
PL480 28.0 39.0 30.0 -23.1 
cce 64.0 39.0 20.0 -48.7 

Principal U.S. exports (1985): Manuf. goods (US$123 Million); 

Foodstuffs (US$119 million); Machinery and transport equip. (US$100 


million) 


Principal U.S. imports (1985):Bauxite and alumina (US$96.0 million); 
Foodstuffs (uS$29 million); Misc. manuf. articles (US$32.2 million) 


Note: 1986 figures are estimates/projections. 

* Data is on Jamaican fiscal year basis (April-March). Data for 
JFY 1986/87 are projections. 

** Interest and amortization due as percentage of goods and 
services exports. 





ECONOMIC TRENDS REPORT 
SUMMARY 


Jamaica's economy suffered a major setback in 1985 with the 
near-collapse of its bauxite/alumina industry, until then the most 
important foreign exchange earner. Agriculture and manufacturing 
also performed poorly, resulting in negative real growth of 4 
percent. High unemployment combined with high inflation exacerbated 
the decline in living standards, resulting in widespread economic 
Malaise. External accounts fared little better. With the decline 
in export earnings from bauxite/alumina, both the trade and current 
account deficits widened, making it even more difficult for Jamaica 
to meet its massive external debt servicing obligations. Government 
revenues also suffered from the drop in bauxite production, with an 
adverse effect on the public sector deficit. 


In an effort to break out of the economic stagnation of 1985, Prime 
Minister Seaga turned to more expansionary monetary and fiscal 
policies. Since early 1986, the government has reduced interest 
rates, relaxed credit restrictions, and increased public spending, 
particularly on the capital side. It has also maintained the 
exchange rate--which dipped to J$6.40 to US$1.00 in 1985--at J3$5.50 
to US$1.00 throughout the year, significantly dampening inflation, 
but at some cost in foreign exchange. The governing Jamaica Labor 


Party's (JLP) loss to the People's National Party (PNP) in July 1986 
nation-wide local council elections was widely attributed to 
unpopular economic measures and the difficulty of restoring economic 
growth. 


Nevertheless, the economic decline of 1985 appears to have been 
arrested. Tourism, agricultural production and manufacturing 
(especially textiles) all improved in 1986, and real growth for the 
year is expected to reach two percent. Largely due to the windfall 
from the sharp reduction in world oil prices, both the current 
account deficit and the public sector deficit have narrowed. The 
most critical problem now facing Jamaica is its crushing debt 
servicing burden. 


The government announced in January 1987 the signing of a Letter of 
Intent with the IMF which would allow a new standby of SDR 85 million 
(US$102 million) as well as a Compensatory Financing Facility of 

SDR 40 million (US$48 million). The IMF Executive Board is due to 
consider the new agreement in February. Concluding the agreement 
will allow the disbursement of US$60 million in World Bank loans, as 
well as fresh Paris Club rescheduling of Jamaica's bilateral debt. 

It will also clear the way for further rescheduling of Jamaica's 
commercial debt. Jamaica's total debt from all sources amounts to 
about US$3.7 billion. 





-S- 


The U.S. and Jamaica have close and extensive economic and political 
ties based on historical and cultural factors, mutual support of a 
democratic political system, and geographical proximity. The U.S. 
is Jamaica's major trading partner, and U.S. companies have 
substantial investments in the Jamaican bauxite/alumina and textile 
sectors, among others. Jamaica is also eligible for the benefits of 
the Caribbean Basin Economic Recovery Act, which gives preferential 
access to U.S. markets. In FY 1986, the U.S. Government provided 
US$128 million to Jamaica in the form of grants and loans to assist 
in structural adjustment. U.S. assistance for FY 1987 will amount 
to approximately $83 million. The reduction over FY 1986 assistance 
levels reflects budgetary constraints in the United States. 


PART A: CURRENY SITUATION AND TRENDS 


ECONOMIC PERFORMANCE: 

The Jamaican economy slid for the second consecutive year in 1985 
with a 3.7 percent decline in real GDP. The continued downturn in 
the bauxite/alumina industry contributed to this outcome, although 
some contraction occurred in each of the major sectors except 
tourism. Bauxite/alumina export earnings dropped by 35 percent, or 
US$154 million in 1985, with a commensurate decline in production. 
Tight credit policies constrained private sector investment and held 
down demand for housing and durables. Constraints on public 
expenditure caused a continued erosion of essential government 


services, such as health, education and physical infrastructure. 
The following table gives a good picture of the general economic 
decline in 1985: 


Percent of Real growth 
real GDP in 1985 
in 1985 


Agriculture 
(Export) 
(Domestic) 

Manufacturing 

Mining 

Construction 

Services 


Total GDP 


For the 1986/87 fiscal year, the government projects GDP growth of 
around 2 percent. Performance to date in the mining, manufacturing, 
agricultural, and tourism sectors is consistent with this projection. 


Consumer prices, which increased 23 percent in 1985, rose by only 10 
percent during January-October 1986. This decline in inflation is 
largely due to the stable exchange rate, the fall in oil prices, and 
the slowing of inflation in the U.S. and elsewhere. 





The Jamaican economy, with its heavy dependence on imports--which 
total roughly half of GDP--is very responsive to developments in the 
international economy. 


The government introduced several significant economic reforms 
during 1985 and 1986. Elimination of quantitative import controls 
On most items and implementation of the first phase of comprehensive 
tax reform are two important instances. Potentially as important as 
these was the announcement in January 1987 of a sweeping program of 
tariff reform under the guidance of the World Bank. This reform 
would, on a phased basis over four years, reduce the maximum import 
duty (including tariff, stamp duty and additional stamp-duty) from 
200 percent to 30 percent and reduce the overall duty structure to 
four rates ranging from 5 to 30 percent. 


The balance of payments accounts for the period January-September 
1986 showed improvement, reflecting lower imports--a result of 
sharply reduced world oil prices--and a boom in the tourist 
industry. The trade deficit declined to US$272 million and the 
services account showed a surplus of US$79 million compared to US$7 
million during the corresponding period in 1985. However, net 
capital inflows fell from US$341 million in the first nine months of 
1985 to US$88 million in January-September 1986. This can be 
attributed to delays in disbursement of two World Bank loans, 
amounting to US$60 million, as well to reduced foreign private 
investment flows and capital flight. 


Bauxite/Alumina: Total bauxite produced and exported (crude bauxite 
and bauxite processed locally into alumina) reached 6.96 million 
tons in 1986, 11.5 percent more than in 1985. The total 
bauxite/alumina production figure is arrived at by adding together 
raw bauxite production and the bauxite equivalent of alumina 
produced. One ton of alumina is held to equal approximately 2.5 
tons of bauxite, the exact conversion factor depending on the 
quality of the bauxite ore. The bauxite/alumina production increase 
in 1986 came entirely from crude bauxite shipments, which amounted to 
2.9 million tons compared to 2.3 million tons in 1985. Alumina 
production dropped by 3 percent because one of the major alumina 
refineries, Alpart, closed in August 1985. Another alumina 
refinery, Alcoa, closed temporarily from February to June 1985. The 
government-owned Clarendon Alumina Production (CAP) then leased the 
refinery and entered into a management contract with Alcoa. 
Unfortunately, CAP's increased production cannot entirely offset the 
losses from Alpart's closure, since Alpart has much greater 
Capacity. At present, CAP is producing at an annual rate of 

750,000 tons, three times the rate of production when Alcoa closed 
its plant, and plans to increase its annual output to 800,000 tons 
by the end of 1987. 





The Jamaica Bauxite Institute projects that net foreign exchange 
earnings (including levy, royalty, and local costs) for the sector 
will increase from US$139 million in 1985 to US$163 million in 1986, 
due mainly to an increase in the world price of alumina. 


In his April 1986 budget presentation, Prime Minister Seaga 
indicated that a new revenue regime was being worked out to replace 
the existing bauxite levy, which has been much criticized for having 
contributed to the decline of Jamaica's bauxite/alumina sector. The 
arrangement to replace the levy would have two elements: a 
specified amount to be collected on the value of bauxite mined (at a 
substantially lower level than the present levy), and an income tax 
on profits of the mining companies. At present, the government is 
involved in negotiations with the bauxite companies which could 
increase production. The government has moved aggressively into 
marketing Jamaica's bauxite as well. Under a seven year contract 
between Jamaica and the USSR signed in 1984, Jamaica supplies about 
one million tons of bauxite a year to the USSR. This sale accounts 
for roughly one third of total crude bauxite exports. 


Tourism: With the decline of the bauxite industry, tourism has now 
moved into first place as a foreign exchange earner for Jamaica. 
Because of a concerted public relations campaign by the government 
and a prolonged period of political calm, 1986 was a bumper tourism 
year. Total visitor arrivals during 1986 increased by 13 percent as 
compared to 1985 to 953,933. The average hotel room occupancy rate 
is estimated at 60 percent as compared to 51.8 percent in 1985. 
Gross tourism earnings for 1986 are expected to reach US$494 
million. 


With improved off-season performance, more intensive advertising and 
more airlift capacity, the government expects the current winter 
season to be a record one. Air Jamaica concluded an arrangement 
with British Airways to operate a weekly Concorde flight from 
December 1986 through March 1987 from New York to Montego Bay. 
American Airlines added a new daily flight to Kingston/Montego Bay 
from Boston as well as increasing the number of flights from its New 
york gateway. Northwest and Presidential Airlines also plan to 
begin service to Jamaica in the coming months. 


Agr fculture: Although agriculture contributes only around 9 percent 
Of GDP, considerably less than in other developing countries, it is 
important to Jamaica's economy not only because of the foreign 
exchange impact of traditional export crops such as sugar, bananas 
and coffee, but also for its contribution to employment (36 percent 
of the employed labor force), for import substitution, and for 
potentially lucrative nontraditional exports such as winter 
vegetables and cut flowers. 


Production of crops for domestic consumption (legumes, vegetables, 
fruits, cereals, yams) in the first three quarters of 1986 fell 
three percent vis-a-vis the corresponding period in 1985. The main 
factor underlying this drop in production was the May-June 1986 
flood rains. 





Sugar production for the crop year 1986 was 200,300 tons, a 3 
percent decline over previous crop year production. This is in part 
due to deliberate shifting away from sugar as part of a crop 
diversification program, since Jamaica would benefit little from 
exporting sugar over and above that exported under U.S. and EEC 
quota arrangements. The development of ethanol production using 
Sugar cane aS a raw material may justify a return to higher sugar 
production levels, although the effects of this have not yet been 
felt. A U.S. firm, Tropicana, has leased the government-owned sugar 
plantation and factory at Duckenfield in eastern Jamaica to produce 
wet alcohol for anhydrous ethanol production. The government-owned 
petroleum company, Petrojam, plans to use sugar lands at the Bernard 
Lodge estate for the same purpose. 


Banana exports, the second largest agricultural foreign exchange 
earner, increased by 62.5 percent to 20,713 tons in 1986 as compared 
to 1985. Significant improvement in banana exports is attributable 
to increased planting under high technology and improvement in the 
Operation of banana plantations. Currently, Jamaica has guaranteed 
access for 150,000 tons of bananas to the U.K. market. According to 
the Banana Exporting Company (BECO), which is responsible for buying 
and marketing the banana crop, banana exports in 1987 could reach 
45,000 tons. Coffee production for the 1985/86 crop year was 
355,000 boxes, an increase of 61 percent over the 1984/85 crop 

year. Coffee production for the 1986/87 crop year which began in 
August is expected to reach 370,000 boxes. 


The government's agency for promotion of agricultural investment and 
crop diversification, Agro 21, is largely responsible for 
development of nontraditional agricultural exports, such as winter 
vegetables and cut flowers. Under the crop diversification program, 
lands previously associated with traditional agriculture (mainly 
Sugar) are now made available for long-term lease to private 
investors for export production, and to a lesser extent for 
production of staple import substitutes (rice or corn). Of the 
36,000 acres of government-owned lands identified for this program, 
some 20,000 acres have already been leased to investors. Investment 
has been in the areas of rice, corn, aquaculture, beef, and orchard 
crops. 


One of Agro 21's high visibility winter vegetable projects, Spring 
Plain, suffered considerable financial losses and closed in August 
1986, causing a setback to the program. Spring Plain was a 
pioneering joint venture by a group of Israeli investors and the 
Government of Jamaica for winter vegetable export production. The 
government attributed the Spring Plain failure, which resulted in 
losses of over US$7 million in four years of operation, to proneness 
to flooding and unsuitable soil. Other likely contributing factors 
were the volatility of winter vegetable prices and the perishability 
of the produce, both of which make efficient transport and market 
intelligence very important. 





Despite the setback, Jamaica has good potential in the winter 
vegetable area, and production on a large scale has begun on 
portions of another former sugar estate, Bernard Lodge. A 
consortium of three large Jamaican firms has leased the 
government-owned lands. Other parts of the Bernard Lodge estate 
will remain planted in sugar cane, some of which will be used in 
ethanol production. 


Manufacturing: The Jamaican manufacturing sector has traditionally 
been geared towards small scale production, mainly for the domestic 
Or CARICOM markets. Currently, manufacturing employs about 100,000 
people or 12 percent of the labor force, and accounts for 16 percent 
of the country's GDP, this share having declined slightly over the 
last decade. In the past few years, high real interest rates and 
the persistent shortage of foreign exchange to import raw materials 
and capital equipment have had an adverse impact on the 
manufacturing sector as a whole. Exposure to foreign competition 
and the diminution of domestic purchasing power proved particularly 
difficult for import-substituting industries. 


More recently, the manufacturing sector has been encouraged by the 
lifting of ceilings on commercial credit, downward movement of 
interest rates, and new lines of credit to finance imports of raw 
materials and capital equipment. Export manufacturers have also 
received benefits from the Caribbean Basin Inititative, which 
provides duty-free entry to the U.S. market for products which have 
35 percent or more value-added in recipient countries and can show 
Substantial transformation. As part of the IMF program announced in 
January 1987, the government intends to provide a rebate of 7.5 
percent of export earnings to hard currency markets for exporters of 
manufactured goods. To date, however, the most notable success 
story in manufacturing is in the apparel sector, including contract 
manufacturing under the U.S. tariff item 807. In 1985, exports of 
apparel increased by 109 percent to US$54 million compared to 1984 
and are expected to grow by 104 percent to US$110 million in 1986. 
The government estimates that local value-added in the garment 
sector (including labor, overhead costs, and profit margins) ranges 
between 24 and 29 percent of export value. The textiles and apparel 
subsector has also created some 15,000 new jobs in the past four 
years. 


Monetary and Fiscal Policies: With the fiscal 1986/87 budget 


announced in April 1986, the government shifted its policy emphasis 
from fiscal and monetary austerity to stimulation of aggregate 
demand, which meant some retreat from the restraint on public 
spending practiced over the last several years. The Bank of Jamaica 
has allowed more rapid monetary expansion in an effort to bring down 
interest rates and stimulate new investment, as well as to 
accomodate fiscal expansion. It lowered the liquid asset ratio for 
commercial banks (that proportion of bank's assets that must be held 
in government debt instruments and cash reserves) from 44 percent in 
February 1986 to 38 percent in May 1986, and the interest rate on 
savings deposits from 20 percent in May 1985 to 16 percent in May 
1986 and to 15 percent in August. 





Because the commercial banks found themselves with excess liquidity 
of J$562 million or 11 percent over and above prescribed liabilities 
at the end of June, they reduced their lending rates for new loans 
from a range of 23 to 36 percent to between 22 percent and 

32 percent. In order to influence the downward movement of interest 
rates even further, the Bank of Jamaica decreased the interest rates 
on its Certificates of Deposit from 20 percent in May to 18 percent 
in August 1986. Nevertheless, real interest rates are still high, 
as inflation for 1986 is projected at around 12 percent. 
Expectations of higher future inflation contribute to the high 
nominal interest rates and the difficulty of obtaining long-term 
credit. 


Despite increased expenditures, the government has been able to 
narrow the public sector deficit, largely due to a windfall from 
lower world oil prices. The central government deficit for Fy 
1986/87 is expected to equal only 2.7 percent of GDP and the overall 
public sector deficit, which includes the deficits of the Bank of 
Jamaica and selected public enterprises, should reach roughly 6.5 
percent of GDP. This reflects a significant narrowing over the 
approximately 13 percent of GDP represented by the overall public 
sector deficit in FY 1985/86. The budget tabled in April 1986 for 
FY 1986/87 called for increased expenditures on capital development, 
an area where spending has been sharply cut in the past few years. 
Some J$200 million or 9 percent of capital expenditures was 
allocated for road maintenance and construction. 


On January 1, 1986, the government introduced a sweeping personal 
income tax reform which features a flat rate of 33 1/3 percent, 
replacing the graduated scale of rates previously applicable. A 
Similar reform of the corporate income tax has also been announced, 
which would lower the maximum corporate tax rate to 33 1/3 percent. 
A general consumption tax will be introduced by early 1987 to 
Simplify and rationalize the existing indirect taxes. This 
multi-phase comprehensive tax reform will be implemented over a 
number of years. While the reforms are expected to have a modest 
adverse impact on revenue in the early stages, over the long term 
they should be revenue neutral. 


Exchange Rate Policy: Although the Jamaican dollar dropped to 
J$6.40 to US$1.00 in October 1985, it has been held at around J$5.50 
to US$1.00 since November 1985. The stabilization of the rate is 
due to Bank of Jamaica management of the foreign exchange auction by 
increasing the supply of foreign exchange to meet the projected 
demand or in some cases restricting access by bidders. This to a 
large extent explains the slowdown in inflation, since many items 
whose price movements are reflected in the Consumer Price Index are 
imported or have high import content. 


The Government of Jamaica has been actively encouraging the private 
sector to use lines of credit, that is, hard currency lending by 
foreign sources for purchases of imported raw materials and capital 
equipment. 





During the last two fiscal years the targeted levels of line of 
credit facilities were not achieved, and this contributed to 
increased spot demand for foreign exchange and downward pressure on 
the Jamaican dollar. During FY 1986/87, an estimated US$150 million 
of the projected import demand of US$1.1 billion will be funded 
through lines of credit. 


Labor Force and Employment: A chronically high rate of unemployment 
is one of Jamaica's most volatile political issues, and is a major 
impetus to the government's push for economic growth and 

investment. The unemployment rate in April 1986 was estimated at 25 
percent. Jamaica's Statistical Institute includes in its survey of 
the labor force those employed or actively seeking employment as 
well as those who, although not looking for work, wanted work and 
were "in a position to accept work." Women, who make up 46 percent 
of the labor force, bear the brunt of unemployment. Around 37 
percent of the female work force is unemployed, while the 
unemployment rate for men has remained around 16 percent over the 
last four years. A large proportion of unemployed workers are 
poorly trained and have little experience, making it even more 
difficult to solve the unemployment problem. 


Balance of Payments: After the disastrous results in 1985, when 
Jamaica's bauxite earnings dropped by 35 percent, the current 
account began to improve in 1986, a result of lower oil prices and 


higher tourism earnings. Nevertheless, Jamaica's crushing debt 
burden--the 1986 debt service ratio is estimated at 8l 
percent--keeps Jamaica on the brink of default and continues to 
drain foreign exchange that otherwise could be used for development. 


Preliminary data for the first nine months of 1986 show a 38 percent 
drop in Jamaica's merchandise trade deficit, to US$275 million as 
compared to US$440 million for January-September 1985. Spending on 
imports of fuel fell by 50 percent to US$144 million, accounting for 
much of the improvement. However, exports also fell to US$433 
million, 5 percent less than in the corresponding period of 1985. 
The decline was largely due to lower exports of alumina, the lower 
exports being the result of 1985 alumina plant closings. Total 
imports for January-September 1986 are put at US$707 million, 21 
percent less than the same period last year. The net services 
account increased tenfold from a surplus of US$7 million in the 
first nine months of 1985 to US$79 million during the same period in 
1986. 





The strong performance by tourism in 1986 is a major contributor to 
this result. The current account balance moved from a deficit of 
US$267 million during January-September 1985 to a deficit of US$22 
million for the same period in 1986. On the capital account side, 
net capital inflows amounted to US$88 million during 
January-September 1986 as compared to US$341 miliion for the same 
period in 1985. The total balance of payments result (current 
account plus capital account) was US$66 million for 
January-September 1986 as compared to US$74 million for the 
corresponding period of 1985. Improved results in the current 
account offset the much lower capital account surplus as compared to 
January-September 1985. 


OUTLOOK: 

The Jamaican economy faces major challenges in 1986/87. The 
Jamaican Government began the fiscal year in April projecting 5 
percent growth of GDP. Two quarters into the fiscal year, the 
projection was revised downward to 2.9 percent and in December to 
around 2 percent. The government expects inflation to be about 12 
percent for FY 1986/87, the relatively low figure being due in large 
part to the unmoved exchange rate since November 1985. Crude oil 
prices, which averaged US$27 per barrel in 1985/86, are expected to 
average US$12-15 for Fy 1986/87. These savings have had a favorable 
impact on the balance of payments and foreign exchange position. 


The partial recovery of world metal prices suggests a slightly 
improved outlook for the bauxite/alumina industry in the current 
fiscal year. The government is negotiating with Kaiser Aluminum to 
reopen Alpart, the alumina refinery it previously operated with 
Reynolds, which closed in August 1985. Agricultural production, 
though hampered by the flood rains during June 1986, grew modestly 
in 1986. The manufacturing sector benefited from lower interest 
rates and greater use of lines of credit. The garment and apparel 
sector in particular responded to the duty-free guaranteed access to 
the U.S. market under the new "Super" 807, a special Caribbean Basin 
Initiative program for textiles and apparel exports to the U.S. 
market for clothing made from cloth woven and cut in the United 
States. The U.S. and Jamaica concluded a bilateral textile 
agreement in September 1986 giving Jamaica generous guaranteed 
access levels to the U.S. market for exports qualifying under the 
program. 


Tourism, now the leading earner of foreign exchange, is poised for 
growth. The government, through the Jamaica Tourist Board, has 
Significantly stepped up promotional activities. Gross foreign 
exchange earnings are projected at US$494 million for 1986, an 
increase of 21 percent over i985. Several air carriers have 
recently begun new routes, with a consequent increase in available 
seat capacity from the U.S. The major constraint to further growth 
now lies in hotel room capacity, since demand can not now be fully 


met in the peak season in the most popular areas. 





Jamaica faces a difficult external payments situation, at least in 
the short term, until new exports are developed to replace the 
dependence on bauxite/alumina. For this reason, it is unlikely that 
substantial GDP growth can be restored in the very near term. With 
a continued strong performance in tourism, some recovery in the 
bauxite/alumina sector, and emergence of successful nontraditional 
exports, medium term prospects for Jamaica's economy may be rosier. 
The duty-free trade benefits available to Jamaica under the 
Caribbean Basin Initiative will continue to play an important role 
in Jamaica's development toward a more export-led economic 

strategy. Canada, also an important market for Jamaican exports, 
implemented a program for duty free entry, CARIBCAN, in June 1986. 
Jamaica also enjoys preferential access to the EEC markets under the 
Lome Convention. These market access advantages provide a 
considerable stimulus to new investment, both domestic and foreign. 


The government continues plans to divest publicly-owned enterprises 
to reduce the role of the state, strengthen the government's 
finances, and increase opportunities for the private sector. 
National Commercial Bank, the island's largest bank and a highly 
regarded government-owned enterprise, has already divested 5l 
percent of its equity. The first offer of shares to the public in 
December resulted in considerable oversubscription,. 


Considering the already substantial debt burden, new assistance to 
Jamaica should ideally be on concessional terms. Since the U.S. and 
other bilateral donors are facing budgetary constraints, Jamaica 
will probably be facing continued shortage of foreign exchange in 
the foreseeable future. Multilateral donors such as the IMF, Worla 
Bank, and Inter-American Development Bank can be expected to 
continue to play an important role in contributing to financing 
Jamaica's economic development. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


The U.S. commitment to Jamaica's economic recovery, security and 
Stability is based on proximity, mutual support of a democractic 
political system, close historical and cultural ties, and 
significant trade and investment relationships. Over the past six 
years U.S. assistance has been increasingly oriented towards 
developing the private sector in Jamaica and encouraging greater 
realization in Jamaica of the opportunities of exporting to the U.S. 
Market. In mid-1986 the American Chamber of Commerce of Jamaica was 
set up under the auspices of the Chamber of Commerce of the United 
States of America and the Association of American Chambers of 
Commerce in Latin America (AACCLA), for the purpose of enhancing 
trade opportunities between Jamaica and the United States, promoting 
Jamaican exports, attracting new direct U.S. private investment to 
Jamaica, and providing Jamaican and American businessmen with a 
forum through which to advocate public policies that will enhance 
the business climate. 





The Caribbean Basin Initiative, the centerpiece of U.S. policy 
toward the region, has potential over the next ten years to help 
Jamaica develop a substantial nontraditional export sector, attract 
new investments, and expand trade with the United States. 


EXPORT OPPORTUNITIES: 

The United States continues to be Jamaica's major trading partner, 
although its share of Jamaica's imports in 1985 declined slightly to 
42 percent as compared to 46 percent in 1984. The U.S. share of 
Jamaica's imports over the past five years averaged 40 percent. 
Although the number of goods subject to import licensing by the 
government has been sharply reduced, the foreign exchange shortage 
constrains further increases in Jamaica's import bill. However, 
there will be continued demand for agricultural machinery, 
fertilizers, food processing equipment, grading and packaging 
equipment, chemicals for the pharmaceutical and cosmetics 
industries, and basic foods such as cereals, meat, fish and dairy 
products. The United States sells basic agricultural commodities to 
Jamaica under the PL-480 and Commodity Credit Corporation programs. 
In addition, there will be markets for capital goods and spare parts 
for almost every industry in Jamaica. 


Jamaica qualifies as an eligible site for Foreign Sales Corporations 
(FSCs) under U.S. law. A FSC is a foreign corporation not located 
in the U.S. customs zone that is allowed to earn some tax-exempt 
income on its exports of United States goods and services. In 
addition to the U.S. tax exemptions, Jamaica exempts FSC operations 
from corporate income tax, all duties, and taxes and surcharges on 
imports of equipment. Other benefits include exemption from foreign 
exchange controls. To date, 407 companies have registered under the 
FSC program in Jamaica. 


In FY 1986, the U.S. Government provided US$128 million to Jamaica 
in economic assistance in the form of grants and loans to assist in 
the structural adjustment program and other activities necessary to 
achieve independent sustained growth. The Economic Support Fund 
accounted for US$58 million in grants. About US$18 million went to 
development assistance loans and grants. PL-480 Title I assistance 
for FY 1986 totalled US$35 million. In addition, the U.S. 
Government provides financial guarantees to U.S. agricultural 
exports through the Commodity Credit Corporation (CCC). In FY 1986 
CCC guarantees for Jamaica totalled US$60 million. 


IMPORT OPPORTUNITIES: 

Jamaica's exports to the United States during 1986 amounted to 
US$321 million compared to US$287 million 1985. Despite the overall 
decline, there was substantial growth in nontraditional areas such 
as Tariff Code 807 garments, offshore electronic assembly, winter 
vegetables, aquaculture, light manufacturing, furniture and 
handicrafts. 





INVESTMENT OPPORTUNITIES: 

Jamaica is an attractive country for U.S. investors for several 
reasons, not least of which is the preferential U.S. market access 
given by CBI. The Lome Convention of the EEC and Canada's CARIBCAN 
provide similar preferential market access. A well developed 
infrastructure and highly trainable and low-cost labor force are 
also advantages. 


The Jamaican Government promotes foreign investment, particularly in 
areas which earn or save foreign exchange, generate employment, and 
utilize local raw materials. Jamaica provides a wide range of 
incentives to investors, including remittance facilities, tax 
holidays, and duty-free access for machinery and raw materials 
imported for approved enterprises. To facilitate the investment 
process, Prime Minister Seaga has established a Joint Investment 
Committee headed by the Deputy Prime Minister which sets time frames 
for execution by official entities of specific responsibilities in 
the investment process. The statutory body Jamaica National 
Investment Promotion Ltd. (JNIP) guides investors through this 
process. The Joint Ministerial Committee, which approves granting 
of special incentives to investors, is chaired by the Prime Minister 
and in his absence by the Deputy Prime Minister. The garment and 
apparel sector has initially responded well to the new "Super 807" 
program, the Caribbean Basin Textile Product Program that guarantees 
duty-free access for apparel made from fabric woven and cut in the 
United States and sewn in the CBI region. The bilateral textile 
agreement signed in September 1986 between the US and Jamaica gives 
generous Guaranteed Access Levels to apparel exports from Jamaica 
qualifying under this program. It also provides considerable scope 
for Jamaican textile and apparel exports not qualifying under the 
807 program. 


Under a revision to Section 936 of the Internal Revenue Code in the 
Tax Reform Act of 1986, Puerto Rico, which has benefitted from 
Section 936 in the past, will undertake to invest up to $100 million 
in business ventures, preferably for "production sharing" between 
Puerto Rico and the CBI beneficiary countries. After a visit by the 
Puerto Rican Governor and a follow-up visit by a high-level Puerto 
Rican investment mission, Jamaica is well positioned to benefit 
significantly from the program. The Jamaica National Investment 
Promotion Ltd.(JNIP) has established an office in Puerto Rico to 
promote Jamaica's opportunities under this tax provision. The 936 
program promises to complement the duty-free access provisions of 
the CBI by spurring much needed new investment in the region. 


The Kingston Free Zone and the newly established Montego Bay Free 
zone offer significant incentives to investors producing for 
export. Garment assembly under U.S. Tariff Item 807, light 
manufacturing and data entry are some of the activities being 
undertaken by foreign and Jamaican firms in the Free Zones. The 
investment flows from Puerto Rico under 936 also have great 
potential to spur more development. The Spanish Fort Free Zone, 
Jamaica's third free zone, is to be located 20 miles outside of 
Kingston. It will be a privately operated Free Zone and is to be 
Managed by the Spanish Fort Development Co. Ltd. 





In its first phase of operations, the Spanish Fort Free Zone will 
offer just under 700,000 Square feet of facilities available to 
manufacturers involved in electronics and electric assembly, data 
entry, apparel and a range of other general assembly operations. 
Construction of the free zone is well under way and is expected to 
be completed by early 1987. Mining of limestone, marble and gypsum, 
manufacturing of cigars and furniture and a broad range of 
agricultural and tourism activities also have good potential for 
investment in Jamaica. 


For further information on business opportunities contact the 
Foreign Commercial Service Section or Economic Section of the U.S. 
Embassy in Kingston at (809) 929-4850, or The Caribbean Basin 
Division of the International Trade Administration, U.S. Department 
of Commerce, (202) 377-2527. 
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